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SYSTEM AND METHOD FOR ASSURING PREDICTABLE GAINS 


BACKGROUND OF THE INVENTION 
I. Field of the Invention 

The present invention generally relates to a system and method for achieving 
predictable amounts of incoming funds from an otherwise relatively unpredictable source. By 
utilizing this inventive system and method, a business concern can more efficiently manage its 
finances. 

IL Description of the Prior Art 

The element of "Risk" exists in a multitude of forms in the daily life of every person. 
A variety of instruments, financial and non-financial, have through the years been developed to 
assess and to indemnify and protect against these risk factors. Many of these instruments have, 
in the past, been developed as insurance products. Such insurance products have been 
specifically created, for example, to indemnify the risk associated with the unexpected loss of 
human life. These specific insurance instruments are known as life insurance policies. 

The many different types of life insurance policies assess and charge for this 
indemnification utilizing, among other resources, tables of mortality statistics that are based on 
empirically expected numbers of deaths occurring within large pools of people. In short, by 
virtue of actuarially driven premium payments, life insurance allows for the indemnification of 
the unexpected loss of human life by the receipt of death benefits. The premiums developed 
allow for "spreading" of these risks over large pools of insureds. 
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Although insurance premiums in general, and life insurance premiums in 
particular, allow for this spreading of uncertainty, no system has been developed which allows 
for a different type of problem of uncertainty. This is the problem of not knowing when one 
may receive incoming funds from an unpredictable source. This lack of knowledge translates 
into large costs for example, costs associated with interest rates because funds must often be 
borrowed to account for cash and investment shortfalls, costs associated with deferring certain 
investments and purchases that are badly needed by a corporation (or individual), and other 
attendant costs associated with the lack of needed and necessary funds. 

Institutions obtain through purchases, assignment or other ownership vehicles, 
ownership of life insurance coverage on the lives of people with whom they have an insurable 
interest. If these institutions, as policy holders of the life insurance policies, own too few 
policies, they are uncertain about when these policies will pay death benefits. 

If the number of lives that are covered by those who purchased life insurance 
policies are too small to fall within numbers that could yield predictability about the timing of 
incoming death benefits, this creates an uncertainty as to the receipt of funds to the institution. 
If the institution's receipt of funds is uncertain then the aforementioned, concomitant financial 
difficulties arise. The financial probity of the institution can be more adequately assured if the 
mechanism of the present invention can be applied. This will result in a greater degree of 
statistical probability of incoming funds for those institutions using the invention herein 
described. 

There is therefore a great need in the art for making predictable, an otherwise 
unpredictable date of receiving funds. Accordingly, there is now provided with this invention 
a system and method for assuring otherwise unpredictable gains and for effectively overcoming 
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the aforementioned difficulties and longstanding problems inherent in managing unpredictable 
inflows of funds. These problems have been solved in a simple, convenient, and highly effective 
way by which to assure a predictable inflow of funds. More particularly, the system and method 
of the present invention allows the owners of risk spreading insurance to formulate predictable 
patterns of the inflow of indemnification funds so as to enable those owners to realistically assess 
the financial impact of the risk spreading process. Additional objects of the present invention 
will become apparent from the following description. 

SUMMARY OF THE PRESENT INVENTION 
The method and system of the present invention is developed to be the opposite 
of risk spreading insurance. If insurance is designed to spread risk, the present invention has 
been designed to divide gain by applying those very same mortality tables to divide gains within 
a pool of many people. 

As will be appreciated by those persons skilled in the art, a major advantage 
provided by the present invention is to make otherwise unpredictable inflows of funds more 
predictable. It is therefore an object of the present invention to provide for an investment and 
receiving vehicle which can function as a pool of incoming funds to be shared by parties 
associated with the pool. It is another object to associate a statistical table with the pool in order 
to assess the amounts allocated to those parties associated with the pool. 

The method of the present invention is generally directed to distributing proceeds 
from a financial vehicle to participants thereof. The proceeds typically come from an insurance 
policy. The method comprises enrolling a participant in the vehicle, wherein said participant 
owns at least one of the insurance policies. This insurance policy is on a predetermined 
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statistical probability of an event occurrence associated therewith. This statistical probability is 
based upon a predetermined criteria. The method also comprises assigning proceeds to the 
vehicle; and receiving and applying the proceeds from the policy to the vehicle upon the 
occurrence of the event. The method further comprises distributing the proceeds from the 
vehicle to a participant based upon the relative statistical probability of the policy to other 
policies in the vehicle. 

The method and apparatus of the present invention will be better understood by 
reference to the following detailed discussion of specific embodiments and the attached figures 
which illustrate and exemplify such embodiments. 

DESCRIPTION OF THE DRAWINGS 

A specific embodiment of the present invention will be described with reference 
to the following drawings, wherein: 

Figure 1 is an overview of the system in which a preferred embodiment of the 
present invention is illustrated. 

Figure 2 is a flow diagram illustrating the system and method of the present 

invention. 

Figure 3 illustrates the receiving/investment vehicle database. 
Figure 4 illustrates a representative example of the receiving/investment vehicle 
database with exemplary data. 
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DESCRIPTION OF THE PREFERRED EMBODIMENT 
The following preferred embodiment as exemplified by the drawings is illustrative 
of the invention and is not intended to limit the invention as encompassed by the claims of this 
application. A system and method for making unpredictable receipts of funds more predictable 
is disclosed herein. 

Figure 1 illustrates an overview of the system in which a preferred embodiment 
of the present invention is used. Figure 1 shows a processor 1, which can be one or more 
computers operated by a user of the present invention. It may include one computer or multiple 
computers which are located at one physical location. Alternatively, the processor may include 
multiple computers which are networked together across multiple physical locations. In this 
way, as is well known in the art, memory and processing may be distributed among the 
computers which make up the processor 1 . 

Associated with the processor 1, is an input device 5, for inputting data to the 
processor. Peripherals 6 may also be connected to the processor, as desired. Memory 8 may 
also be associated with the processor, as is well known in the art. The memory 6, typically, is 
machine readable media. Such media include, as is well known in the art, magnetic and/or 
optical media such as a hard disk, optical disk, floppy disk, tape, random access memory, read 
only memory, and/or any combination thereof. The memory (or portions thereof) may reside 
on a single computer, or may be distributed among the processors which make up the system 
of the present invention. A database 9, here, designated as the Receiving/Investment vehicle 
database, (R/I database), is accessible and is associated with the processor. The connections 
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between the processor 1 and its input device 5, its peripherals 6, the RAM/ROM 5, and the R/I 
database 9 are well known in the art and are therefore not further described here. 

The system, as generally illustrated in Fig. 2, shows the method for making 
unpredictable receipts of funds more predictable. This system was developed to allow small 
groups of insured people to have the predictability of inflow that large groups of insured people 
have through the use of a vehicle that allows for the combinations of these small groups and 
enabling the application of "large group" statistics to the combination. 

Thus small corporations, associations or other organized groups can achieve the 
same planning advantages of their larger counterparts. 

Ideally, a group of insureds should be populated to the extent that some mortality 
will be reasonably assured to occur within the first enrollment period. Obviously the business 
need to get the pool started means that this ideal may take some time to be achieved. Thus, a 
minimum number of insureds must be established in order to get things started. Concomitantly, 
a minimum time period whereby mortality is expected to occur must also be designated. 

Given the fact that most small insured groups, outside of the pool, generally 
cannot reasonably expect mortality to assure until 15 to 30 years have elapsed the business 
decision has been made that the initial pool of insureds should be of such a size that mortality 
and death benefit proceeds distribution should reasonably be expected to commence in a three 
year time period. 

Enrollment of additional participants will proceed at a pace that should shorten 
this time period so that benefits will be distributed within the first - enrollment to distribution - 
period. 
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Following Figure 2, as shown in step 20, depending upon the number of insureds 
owned by the institution, a statistical determination of the uncertainty of the receipt of funds by 
that institution is made. This determination is made by computing the likelihood of receiving 
death benefits from any of the policies owned. When dealing with a group composed of a small 
5 number of insureds, such as 5, 25, or even 50 to 100 lives, statistical determinations as to short 
term mortality probabilities are extremely inaccurate. Thus, financial planning must be based 
on individual statistical assumptions which mandate long range life expectancy (such as death 
at 78-86) which are generally accepted industry assumptions and are used to illustrate assumed 
individual mortality. 

IB Such determination is made for a predetermined period of time, for example, one 

u: ? year. Such determination can be made using either hardware or software configured for this 
purpose. If such uncertainty is deemed to be unacceptable, then the system and method of the 
T~ present invention is applicable to the institution desirous of more certainty. The acceptability 
q or unacceptability is made at a threshold level by the institution. In any event, in order to 
IS decrease the uncertainty of receiving funds, from death benefits for example, the system and 
method of the present invention is applied to the institution. 

To apply the present invention to an institution desirous of reducing the 
uncertainty of receiving funds, an receiving/investment vehicle is established. Such 
establishment may be made at any point prior to receiving funds. The receiving/investment 
20 vehicle is preferentially established to receive death benefits assigned to the vehicle from 
participating entities. Several vehicles may be used, for example, a unit investment trust, a 
grantor trust, or other known vehicles as is well known by those skilled in the financial and 
investment arts. Of course, other receiving/investment vehicles may be used if other financial 
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considerations are taken into account. Nevertheless, when such receiving/investment vehicles 
are established, a minimum number of insureds should be determined in order for that vehicle 
to operate. This determination is made by calculating the degree of certainty that the vehicle 
will receive funds within a predetermined period of time. 

Death benefits owned by the policy holders are assigned to the 
receiving/investment vehicle 40. Such assignment may be made by a collateral assignment, or 
direct policy assignment, as is well known by those skilled in the art. Such assignments are 
envisioned and are preferred to be wholly assigned. However, the present invention 
contemplates any level of assignment of the receipt of a benefit under an insurance policy to the 
receiving/investment vehicle (the R/I vehicle). By virtue of this assignment, the insurance 
carrier will be notified to forward any death benefit claimed directly to the R/I vehicle 
administrator. 

Typically, a trust administrator oversees and administers the workings of the R/I 
vehicle, as is well known in the art. Alternatively, the R/I vehicle may be operated by one of 
the member parties. Such administration of the vehicle can be done in a variety of ways, all of 
which are deemed to be covered by the present invention. Such terms of the assignment of 
proceeds received to the R/I vehicle typically include restrictions, for example, termination of 
the assignment agreements, any of the ownership provisions, and its concomitant distribution 
methodology based on published designated formula, an agreement to assign the investment 
authority to the trust, an agreement to contribute to the administrative costs pursuant to the 
published cost structure, an agreement to allow additional participants at agreed upon intervals 
and methods, and other possible agreements. These terms are all included in a participation 
agreement between the parties wishing to increase the certainty of receiving funds from uncertain 
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sources, (in this particular embodiment, from death benefits received from life insurance 
policies). 

An enrollment procedure 50, is then carried out which enrolls the entities wishing 
to increase their certainty of recovering funds as participants to the R/I vehicle. During this 
process it may be necessary to include a pre-enrollment procedure in which those wishing to 
participate are first aligned in order to assure the necessary number of participating entities 
needed. As part of the enrollment procedure, necessary information is entered into a database 
which tabulates this data for each participant. This database can be in the form of hardware or 
software as is well known in the art. Typically, for each participating institution, the number 
of insureds to be applied to the R/I vehicle is entered, the amount of coverage of each insured 
is allocated to the vehicle, the expected mortality of each insured is entered, the minimum and 
expected participation period and alternatively, the social security number is entered. Other 
entered data include, for example, underwriting class (guaranteed or non-guaranteed fully 
underwritten insurance), underwriting category (standard or substandard), age, sex, and smoking 
status. 

With this knowledge, a participant may now forego the improbable possibility of 
receipt of a windfall (e.g. receipt of a death benefit) in favor of projected smaller, but more 
predictable, streams of inflow. To make the present invention profitable, minimum enrollment 
requirements may be established, for example, a minimum amount of insurance per life, the total 
amount of insurance per institution, etc. (50) Such criteria may be embedded within the 
program, or, may be a separate database, for example R/I vehicle database 9, in which the 
institutional data is entered. 
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The preferred embodiment of the processor invention includes a 
receiving/investment database 9, as illustrated in Figure 3. While the following description 
refers to a specific individual database, format, records, fields, and indexing schemes, those 
skilled in the art will readily appreciate that such specifics are not critical to the present 
5 invention. Of course, such a database may be in the form of either hardware or software. 

Referring to Figure 3, the R/I vehicle database 9 is depicted in detail. This 
database typically stores data relating to individual insureds whose policies, or portions of 
policies have been assigned to the R/I vehicle. The rows and columns of the database 9 
represent records and fields of the database, respectively. Of course, other records and fields 

10 in this (or other) databases may be used as desired. 

As shown in Figure 3, a record of the R/I vehicle database 9 typically includes 
the fields 9A-9Q. The field 9A, entitled "Participant Number" stores the number which identifies 
the participating institutions in the R/I vehicle. This is a unique number which is associated with 

r each participant. The field 9B, entitled "Insureds Number" stores the number associated with 

15 each insured party. Each insured has a unique number associated with the R/I vehicle. The 
field 9C, entitled "Insured's Name" stores the name of the insured party. The field 9D, entitled 
"Date of Birth" stores the insured's date of birth. The field 9E, entitled "Sex" stores the gender 
of the insured. The field 9F, entitled "Smoking Status" stores the information identifying 
whether or not the insured is a smoker. The field 9G, entitled "Class" stores the classification 

20 of underwriting associated with that insured. The field 9H, entitled "Insurance Carrier" stores 
the name of the insurance company carrying the policy of that insured party. The field 91, 
entitled "Policy Number" stores the carrier's unique number for the policy covering that insured 
party. The field 9J, entitled "Issue Date" stores the date the policy issued. The field 9K, 
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entitled "Assigned Death Benefit" stores the dollar amount that the participant has assigned from 
the insured's policy to the R/I vehicle. The field 9L, entitled "Issue Age" stores the age of the 
insured on the date the policy issued. The field 9M, entitled "Duration" stores the time that the 
policy has been in force, in years. The field 9N, entitled "Policy Owner" stores the participant 
associated with that insured party. The field 90, entitled "Participation Units" stores the number 
of units that each participant has in the R/I vehicle. The field 9P, entitled "Allocation 
Percentage" stores the percentage that participant has allocated in the R/I vehicle. The field 9Q, 
entitled "Cumulative Allocation Percentage Per Owner" stores the running total as a percent of 
the allocation that each participant has in the R/I vehicle. 

Once there are enough insureds enrolled in the vehicle (or determined to be 
enough if a pre-enrollment procedure is followed) the R/I vehicle administrator will be able to 
project the amount to be received by a participant within the predetermined period of time. 
Additional vehicles may be established, if the earlier vehicle has maximized the allowable 
number of participants. A vehicle may have maximized its number of participants for 
government regulatory reasons if, for example, 500 is reached. 

Assuming the number of participants is not maximized in any one vehicle, 
depending upon the enrollment criteria and procedures, participants may be added or subtracted 
at predetermined intervals. It is anticipated that enrollment should occur once every three 
calendar months, although others practicing this invention may choose to set other enrollment 
dates. The trust will therefore function for three calendar months after each enrollment date (the 
enrollment period). Proceeds received during the enrollment period are proposed to be 
distributed within 30 days after the conclusion of the enrollment period. Proceeds received after 
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the conclusion of the enrollment period will be distributed to those trust participants who were 
trust members at the time the death claim was activated within 30 days of their receipt. 
Distribution will proceed according to the following formula: 
UP, = NARj x ECq^ 

UPj is the number of participating units that an institution has, per life insured. This is the 
method by which an institution's level of ownership is determined in the R/I vehicle. This is, 
in turn, determined from the number of insureds in the R/I vehicle which are owned by the 
participating institutions. NAR represents the net amount at risk. It equals the amount of 
insurance that has been assigned to the pool of each insured. NARj is the amount to be 
recovered by the vehicle upon the occurrence of the contingent event. E(q x+t ) is the probability 

of occurrence of the contingent event, in this particular embodiment, the expected mortality of 
an insured, where a participant is age x at the inception of the plan, and the plan is in duration 
t. (There could be any number of factors that affect the probability of occurrence.) It is 
anticipated in the most likely cases that those factors will be age and duration, but they should 
not be viewed as limited to such. It is also expected that the probability will be affected by 
other factors, with a most likely situation being the gender of the participant. 

There are many different ways to calculate ECq^) as known by those skilled in 

the statistical art, for example GAM 1983 Mortality Table, UP 1984 Mortality Table, and 1975- 
1980 Select and Ultimate Basic Mortality Table. It is contemplated herein that the 1975-1980 
Select and Ultimate Basic Mortality Table will be used because it is generally the standard table 
used for these type of purposes. Of course, other methods may be used as well. With respect 
to the specific embodiment used for life insurance death benefits, whether to use one method 
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instead of another will be a function of the facts and circumstances as to the insurance 
underwriting criteria for each institution or R/I vehicle. 

Total Participation Units for the R/I vehicle is defined as: 

TUP = £UPj 

5 

where j represents each participant in the R/I vehicle. 

The allocation Percentage for Participant j is defined as: 
Alloc^Cj = UPj/TUP 

Each Participant j's share of the pool receipts equals the total divisible pool receipts for the 
W period times Alloc % y 

If different underwriting criteria and determinations are made from one individual 
pj to another, the allocation to each participant may be adjusted accordingly. 
U'l The underwriting class as assigned by the insurance company will be provided to 

the trustee via the enrollment process. It will be used to determine the best table and most 
f5 appropriate scaling factor as determined by the trustee or his/her consultant, for example, an 
"3 actuary to use to determine the expected mortality rate for the individual for that policy year 

(E[qJ). 

The participation units for the life (UPj) are determined by multiplying the policy 
death benefit assigned to the trust (NARj) by the (E[qJ) factor. 
20 When the participation units for all lives have been so determined, the total 

participation units (TUP) for the trust are determined by summing over all lives in the trust. 

The allocation percentage for each life (Alloc %j) is then determined by dividing 
the participation units for that life by the total participation units. 
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The total allocation percentage for each participant is determined by summing the 
allocation percentages for all the policies in the trust that are under his/her/its ownership. 

Having submitted all of the factors needed by the vehicle, preferably into a 
database by an entering means such as a keyboard or mouse or the like and accessed by a 

5 processor having sufficient RAM and ROM to process such data, an output may be generated 
and a statement made about the increase in a certainty of the receipt of funds based on the 
participants in the vehicle and the data regarding the insureds allocated to the vehicle. Such 
output will be typically to a CRT and a printer associated with the processor. Specifically, the 
allocation of death benefits that is received by the R/I vehicle and is to be distributed to the 

£B participants is made. It is contemplated that an expectation on the order of as low as 3% of the 
event occurring, for example in this case, death, can be made based on a minimum of a 100 

y lives in the R/I vehicle. 

For a life insurance trust, a likely scenario would be as follows. All participating 
lives would undergo similar underwriting scrutiny (i.e. all fully underwritten or all guaranteed 

15 issue). E(q x+t ) would be determined using a common life insurance mortality table reflecting 
participant's age at policy issue, sex, policy duration and applicable underwriting class (e.g. 
smoker, non-smoker, standard, substandard, etc.). It is anticipated that any table representative 
of the probabilities of contingent events could be used in this process, however for the life 
insurance application it would be likely to use a common table such as the 1975-80 Select & 

20 Ultimate Basic Mortality Tables, on a sex and smoking status distinct basis, as is well known 
in the art. NARj would most likely be equal to the Death Benefit to be received on Participant 
j's life if he were to die at the beginning of the collection period less the offset amount, a 
predefined amount, such as the cash value of the policy or possibly a different amount, such as 
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the sum of premiums paid to date into the policy. It could also be, for example, non assigned 
insured's death benefits. The offset amount would be defined prior to entry into the collection 
pool and would not change during participation in the pool. 

It is contemplated here, that there should be a predetermined distribution date. 
For example, all proceeds received by the R/I vehicle before the distribution date will be 
collected by the pool and invested by the administrator as per a predetermined investment 
strategy. Such predetermined investment strategy is outside the scope of this invention. On the 
distribution date, the total proceeds received, plus any increase from investments are distributed 
according to the allocation formula. 

An example using 6 participants in the present invention follows: 

1. A unit investment trust the "Trust" has been established as a receipt/investment 
vehicle in order to implement the system. 

2. 5 participant groups (P) have been enrolled with the following number of insureds: 

P x = 25 insureds (UPj 1-25) 
P 2 = 55 insureds (UPj 26-81) 
P 3 = 35 insureds (UPj 80-115) 
P 4 = 35 insureds (UPj 116-150) 
P 5 = 40 insureds (UPj 151-190) 
Total = 190 insureds 

10 more insureds are necessary in order to allow the trust to begin operation. These 10 insureds 
will come from participant 6. 

P 6 = 10 insureds UPj (191-200) 

3. Participant Corporation (P 6 ) has obtained life insurance coverage (through direct 
purchase and/or by insured assignment) of ownership on the lives of 10 if its employees. 
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4> P 6 wishes to assess the ongoing and ultimate financial results pursuant to this 
transaction, but after a review of several mortality tables it was assumed that the probability of 
death for each of its only 10 insureds is too small to accurately predict the inflows of death 
proceeds that are to be received upon each insureds death. P 6 wishes to rectify this situation and 
at the same time achieve a predictable stream of death benefit inflows in as short a time period 
as possible. 

5. In order to accomplish this goal, P 6 provides all required data needed by the R/I 
vehicle database to the R/I vehicle database and has assigned (through enrollment) its desired 
amount of proceeds to the trust. Other additional participating insured groups may also enroll 
at this time. 

Sample calculations for life #1 (j = l in formulae): 

Life #1 underwriting class & general information: Male, Nonsmoker, Guaranteed Issue, Issue 

Age 60, Policy Duration 1 
Using this information, the 1975-80 Basic Select & Ultimate Mortality Table sets forth 
the Male Nonsmoker Issue Age 60 expected mortality rate for the 1st policy duration. This is 
.00323. 

The scaling factor table for this underwriting class, yields a value of .75 for Guaranteed 
Issue Nonsmokers in policy duration 1. By multiplying .00323 by .75, to get .00242 which is 
defined as Efq^] . 

Since this policy has an assigned Death Benefit (NAR t ) to the trust of 124,556, the 
participation units for this policy is calculated by multiplying 124,556 by .00242 which equals 
301.74. This is defined as UPj. 
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When this procedure has been repeated for all lives Q = l to 200), a total number of 
participation units equal to 85,794.84 (TUP) is realized. By dividing the participation units of 
life #1 by the total participation units of the trust, we get life #l's allocation percentage 
(Alloc% 1 ), which equals 301.74 / 85,794.84 = .35170. 

Finally, the total allocation percentage is calculated for the policy owner, PI, by 
summing the participation units of each policy PI owns. In this case, because PI owns policies 
1 through 25 which provides a total allocation percentage for PI of 13.38713% of the trust. 

6. Death proceeds are payable to the trust directly by the insurance carrier through 
the execution of proper insurance carrier death proceed benefit assignment forms. 

7. Proceeds received by the trust from the insurance carrier are invested in a manner 
approved by the participants until the designated distribution date. 

Life insurance underwriting class designations have been created in order to better 
assess the likelihood of mortality on an individual by individual basis in order to most efficiently 
determine the pricing for premium payment. Such pricing basis is in the form of the lowest 
price per each age (risks least likely to die) to the highest allowable price. 

Underwriting Classes are determined on the basis of risk factors such as: age, health 
history, family health history, personal habits such as, smoking, drug uses, dangerous vocations 
or avocations, moral character, financial difficulty or other fact and circumstance items. 

The frequency of future enrollment dates has been established as quarterly. At each 
enrollment period the number of insureds in each participating entity may be increased or 
decreased. 
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On each date of enrollment each participant ownership level (of the trust's net after 
expense proceeds available for distribution at designated time periods - as expressed as a 
percentage of the entire trust membership) is established. 

The frequency of the distribution of any proceeds has been established as quarterly. 

8. On the date of distribution the proceeds plus any interest accrued are distributed 

to the participants pursuant to the distribution formula. For example, the trust has 6 existing 

participants (P w ), as of the previous enrollment period on April 1. The participants have been 

accorded the following ownership levels (as expressed by percentage): 

P 1 = 13.38713% 
P 2 = 30.39487% 
P 3 = 18.21456% 
P 4 = 16.54696% 
P 5 = 15.97268% 
P 6 = 5.48381% 
100% 

EXAMPLE 

One insured in Participant 6 age 44 dies on June 1 (Insured No. 195), and insurance proceeds 
in the amount of $183,910 are received by the trust. Trust assets of $184,676 ($183,910 
insurance proceeds plus earned interest of 2/12 of interest @5% of $4,597, that is, $766) will 
be distributed to the trust participants on the scheduled distribution date of July 1 in the 
following manner: 
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Total Amount 
? l - $184,676.00 
P 2 - $184,676.00 
P 3 - $184,676.00 
P 4 - $184,676.00 
P 5 - $184,676.00 
P 6 - $184,676.00 


% Ownership 

X 13.38713 

X 30.39487 

X 18.21456 

X 16.54696 

X 15.97268 

X 5.48381 


Distribution 
= $24,722.82 
= $56,132.03 
= $33,637.92 
= $30,558.26 
= $29,497.71 
= $10.127.28 

$184,672.00 


On July 1 the new enrollment to distribution period commences pursuant to updated 
ownership calculations that take into account possible new trust membership and decreased or 
increased insureds within each participant group. 

Although the particular embodiments shown and described above will prove to be 
useful in many applications in the insurance and financial art to which the present invention 
pertains, further modifications of the present invention herein disclosed will occur to persons 
skilled in the art. All such modifications are deemed to be within the scope and spirit of the 
present invention defined by the appended claims. 
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CLAIMS 
Claim: 

1 . A method for distributing proceeds from a financial vehicle to participants 
thereof, wherein the proceeds come from an insurance policy, comprising: 

(a) enrolling a participant in the vehicle, wherein said participant owns at least 
one insurance policy, wherein said at least one insurance policy is based upon a predetermined 
statistical probability of an event occurrence, and wherein said statistical probability is based 
upon a predetermined criteria; 

(b) assigning said policy to the vehicle; 

(c) receiving and applying the proceeds from the policy to the vehicle upon 
the occurrences of the event; and 

(d) distributing the proceeds from the vehicle to a participant based upon the 
relative statistical probability of the policies owned by the participant to other policies in the 
vehicle. 

2. The method of Claim 1, wherein said vehicle is a trust. 

3. The method of Claim 1, wherein said proceeds are death benefits. 

4. The method of Claim 1, wherein said insurance policy is a life insurance 

policy. 
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5. The method of Claim 1, wherein said statistical probability of the event 
occurrence is greater than about 3% based upon a minimum of 100 event possibilities in the 
vehicle. 


8. A system for distributing proceeds from a financial vehicle to participants 
thereof, wherein the proceeds issue from an insurance policy, comprising: 

(a) means for enrolling a participant is the vehicle, wherein said participant 
owns at least one of the insurance policies, wherein said at least one insurance policy is on a 
predetermined statistical probability of an event occurrence associated therewith, and wherein 
said statistical probability is based upon a predetermined criteria; 

(b) means for assigning said policy to the vehicle; 

(c) means for receiving and applying the proceeds from the policy to the 
vehicle upon the occurrences of the event; and 

(d) means for distributing the proceeds from the vehicle to a participant based 
upon the relative statistical probability of the policy to the other policies in the vehicle. 


6. 


The method of Claim 1, wherein the event occurrence is certain. 


7. 


The method of Claim 6, wherein said event occurrence is death. 


9. 


The system of Claim 8, wherein said vehicle is a trust. 


10. The system of Claim 8, wherein said proceeds are death benefits. 
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policy. 


11. 


The system of Claim 8, wherein said insurance policy is a life insurance 


12. The system of Claim 8, wherein said statistical probability of the event 
occurrence is greater than about 3% based upon a minimum of 100 event possibilities in the 
vehicle. 

13. The system of Claim 8, where the event occurrence is certain. 

14. The system of Claim 13 , wherein said event occurrence is death. 
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ABSTRACT 


A system and method is described for creating a predictable flow of funds from 
an otherwise unpredictable source. An investment and receiving vehicle is established where 
participants pool their ownership of insurance policies so as to share in the proceeds from those 
policies. 
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Docket No. 4713-24 


APPLICATION FOR UNITED STATES LETTERS PATENT 
DECLARATION AND POWER OF ATTORNEY 

As the below-named sole inventor, I hereby declare that: 

My residence, post office address and citizenship is stated below next to my name, 

I believe I am the original, first inventor of the subject matter which is claimed and for 
which a patent is sought on the invention entitled: SYSTEM AND METHOD FOR 
ASSURING PREDICTABLE GAINS, the specification of which: 

(check one) (X) is attached hereto 

(_) was filed on as Application Serial 

No. . 

I hereby state that I have reviewed and understand the contents of the above-identified 
specification, including the claims, as amended by any amendment referred to above. 

I acknowledge the duty to disclose information which is material to the examination of this 
application in accordance with Title 37, Code of Federal Regulations, § 1.56(a). 

I claim foreign priority benefits under Title 35, United States Code, § 119 of any foreign 
application(s) for patent or inventor's certificate listed below and have also identified below 
any foreign application for patent or inventor's certificate having a filing date before that of 
the application on which priority is claimed. 


COUNTRY 

APPLICATION 
NUMBER 

DATE 
(DAY-MONTH-YEAR) 

PRIORITY CLAIMED 
UNDER 35 USC§ 119 




YES [ ] NO [ ] 




YES [ ] NO [ ] 


I hereby claim the benefit under Title 35, United States Code, § 120 of any United States 
application(s) listed below and, insofar as the subject matter of each of the claims of this 
application is not disclosed in the prior United States application in the manner provided by 
the first paragraph of Title § 35, United States Code, § 112, I acknowledge the duty to 
disclose material information as defined in Title 37, Code of Federal Regulations, § 1.56(a) 
which occurred between the filing date of the prior application and the national or PCT 
international filing date of this application: 


NB171144.1 


(Application Serial No.) 


(Filing Date) 


(Status) 


(Application Serial No.) 


(Filing Date) 


(Status) 


I hereby certify that all statements made of my knowledge is true and that all statements 
made on information and belief is believed to be true; and further that these statements were 
made with the knowledge that willful false statements and the like so made is punishable by 
fine or imprisonment, or both, under Title 18 of the United States Code and that such willful 
false statements may jeopardize the validity of the application or any patent issued thereon. 

And I hereby appoint: George P. Hoare, Jr., Reg. No. 19,518; John E. Kidd, Reg. 
No. 19,916; Nicholas L. Coch, Reg. No. 20,065; Philip E. Roux, Reg. No. 31,295; Robert 
D. Schaffer, Reg. No. 33,775; and Michael M. O'Shea, Reg. No. 35,631 as my attorneys 
with full power of substitution and revocation, to prosecute this application and to transact all 
business in the United States Patent and Trademark Office connected therewith. 

Send all correspondence to Robert D. Schaffer, Esq., Rogers & Wells, 200 Park Avenue, 
New York, NY 10106. 

Wherefore I pray that Letters Patent be granted to me for the invention or discovery 
described and claimed in the foregoing specification and claims, and I hereby subscribe my 
name to the foregoing specification and claims, declaration and power of attorney and this 


petition. 


Full name of sole inventor: Alan J. Rps 
Inventor's Signature: IM-^U' 



Residence: 974 Dedham Street. Newton. Massa chusetts 02159 

Citizenship: United States of America 

Post Office Address: 974 Dedham Street. New ton. Massachusetts 02159 


NB 171 144.1 


